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ANSI Response to Summary of IPR-Related Issues List from SOS II
Issue 1 – Deferred IPR Declaration
The first issue identified by the SOS II Conference relates to the timing of disclosure of an essential patent.  The Conference Report observes that:
[w]here essential (or potentially essential) IPR is not identified or declared at the time of development of the standards, this precludes the ability to evaluate the IPR effect on technology selection or to achieve true competitive evaluation and license determination.  IPR holders are subsequently in a position to set particularly high royalty levels without true competitive pressure once a standard has been adopted and the embedded IPR is ‘essential’ to that standard.

ANSI’s Patent Policy deals with the issue of what has been described as “deferred IPR declarations” by providing for a “subsequently identified” patent holder to provide to an SDO one of the same assurances identified for when patents are disclosed as relevant prior to the standard’s approval.  If such an assurance is not forthcoming, the standard may be withdrawn either by the consensus committee or through the appeals process.
According to the ANSI Patent Guidelines:
By its terms, the [ANSI] Patent Policy applies with equal force to situations involving (1) the discovery of patents that may be required for use of a standard subsequent to its adoption and (2) the initial issuance of a patent after adoption.  Once disclosure is made, the holder is obligated to provide the same assurances to ANSI as are required in situations where patents exist or are known prior to approval of a proposed standard as an American National Standard.

Thus, if notice is given of a patent that may be required for use of an already approved American National Standard, a standard developer may wish to make it clear to its participants that the ANSI procedures require the patent holder to provide the assurances contained in the Patent Policy or suffer the withdrawal of ANSI’s approval of the standard as an American National Standard.

Guidelines at III(c).  The Patent Guidelines also point out that a patent holder could give an early assurance of a willingness to license if its patent is subsequently deemed essential:
notwithstanding the incentive for patent holders to indicate any early willingness to license, it may not be possible for potential patent holders to give such an assurance until the standards development process has reached a relatively mature stage.  It might be that only at that time will the patent holder be aware that its patent may be required for use of the proposed standard.  This should not, however, preclude a patent holder from giving an assurance that if its patent is required for use of the standard it will license on reasonable terms and conditions demonstrably free of unfair discrimination.

Guidelines at III(b).  Notwithstanding the foregoing, ANSI’s Patent Policy does not apply to pending patent applications.  As ANSI explained in testimony before a joint committee of the FTC and DOJ:

This is due to the confidential nature of such applications and the fact that patent applications impose an additional layer of uncertainty (above and beyond the changing technical content of a standard under development) given the dynamic nature of the patent approval process and the fact that a valid patent determination has not yet been made.  However, ANSI is considering a proposal to modify its Patent Policy to apply to “published” pending patent applications given that the concerns regarding confidentiality are no longer present once the application has been made public.  Nothing in the Patent Policy precludes the voluntary disclosure of pending patent applications.  The ANSI Patent Policy treats patents approved after the standard’s completion in the same manner that it treats subsequently discovered patents.  The Patent Policy is applied and, if the patent holder is not willing to license its technology on royalty-free or RAND terms, then the standard’s approval may be revoked.

FTC/DOJ Testimony at 7-8.

Nevertheless, an ANSI SDO:

may wish to encourage participants to disclose the existence of pending U.S. patent applications relating to a standard under development.  Of course, in such a situation the extent of any disclosure may be more circumscribed due to the possible need for confidentiality and uncertainty as to whether an application will mature into a patent and what its claimed scope will ultimately be.

Guidelines at III(a).

Issues 2 A – FRAND Regime, 2 B – Cumulative patent royalties/”Patent stacking” and 3 Multiple Licenses

The second and third issues identified at the SOS Conference relate to the perceived absence of clarity of workable terms relating to FRAND as well as the problem with complex patents and multiple licenses.  First, the position was stated that the definition of “fair” or “reasonable” “has resulted in the unsustainable demands from IPR holders who control IPR in standards, many of whom have participated in the standard-setting process.”  Second, the position was stated that, in light of cumulative technologies, there may be burdensome license obligations.  Third, the position was stated that the cost and effort required to negotiate licenses with many patent holders could be considerable.
ANSI’s Patent Policy requires that written assurances be furnished once a disclosure is made by a patent holder or third party with actual personal knowledge of relevant patents.  Such assurance must state that the patent holder (a) will not license the patented material to implementers of the standard, (b) will license on a royalty-free basis or (c) will license on reasonable and non-discriminatory (“RAND”) terms and conditions.
The ANSI Patent Guidelines caution that such rights be addressed in a commercial context outside of the standards-setting environment:

the determination of specific license terms and conditions, and the evaluation of whether such license terms and conditions are reasonable and demonstrably free of unfair discrimination, are not matters that are properly the subject of discussion or debate at a development meeting.  Such matters should be determined only by the prospective parties to each license or, if necessary, by an appeal challenging whether compliance with the Patent Policy has been achieved.”

ANSI Patent Guidelines at II(b).  As explained in the FTC/DOJ testimony:

The SDO usually does not have the capability and necessary resources to adjudicate what are essentially commercial and highly technical issues.  The SDO’s responsibility is to ensure that the due process-based procedures for developing consensus on the standard are properly followed.  The standards-setting participants are often technical experts who do not have legal or business responsibilities with regard to licensing issues.  Moreover, many believe that the discussion of licensing issues among competitors in a standards-setting context imposes a risk that the SDO and the participants will become targets of allegations of improper antitrust conduct.
….

injecting the review or discussion of proposed licensing terms into the standards-setting process often is not appropriate given that the expertise of those in attendance usually is technical in nature as opposed to commercial or legal.  In addition, because of concern over possible claims of improper conduct by the SDOs and participants, discussion of licensing terms is unlikely to occur without a clear “safe harbor” protection mechanism.  Certainly nothing in the ANSI Policy prohibits a patent holder from voluntarily disclosing its proposed licensing terms and conditions.  However, RAND does not mean that each licensee will receive exactly the same set of terms and conditions because other considerations (such as reciprocal cross-licensing) will be a factor.

FTC/DOJ Testimony at 7, 11.
The ANSI Patent Guidelines further state that, if a challenge is made to the commercial reasonableness of the RAND terms, then the relevant Program Oversight Committee at ANSI will address the issue under certain circumstances:

While ANSI’s counsel will verify that the information required from the patent holder has been supplied, counsel will not undertake to evaluate whether the terms and conditions satisfy the substantive test set forth in [the relevant section] (i.e. whether the terms and conditions are “reasonable” and/or “free of any unfair discrimination”).  Such a decision is the exclusive province of the [ANSI Program Oversight Committee] Board of Standards Review (or, on appeal, the ANSI Appeals Board) if the issue is raised during the approval process or in a petition for withdrawal of approval.  In making its decision, the BSR shall consider all information of record it finds relevant.

Issue 4 – Bundling of patents in portfolios

Another issue raised at the SOS Conference was the “charging of one royalty for hundreds of patents within a portfolio, irrespective of the validity or essentiality of the patent.”  According to the Conference Report, certain participants asserted that this could stifle innovation, act as a deterrent to the development of alternatives to the technologies incorporated in a standard, and create disincentives to identify and challenge individual patents whose validity may be questionable.
To the extent the identified effects arise at all, they would arise outside of ANSI’s process.  The ANSI Patent Policy states that standards developers shall not be responsible for determining the validity or essentiality of patents.

Neither the standards developer submitting a standard for approval nor ANSI is responsible for identifying patents for which a license may be required by an American National Standard or for conducting inquiries into the legal validity or scope of any patents brought to their attention

Guidelines at II.

ANSI and the SDOs do not have the ability or the resources to undertake this effort.  In addition, if they did undertake this responsibility, they would be faced with possible claims if their determination was either incorrect or incomplete.

FTC/DOJ Testimony at 11.
Issue 5 – Lack of active IPR management

The fifth issue identified by the SOS Conference relates to the level of activity taken by ETSI in connection with commercial implications of IPR when choosing technologies.  It was noted that ETSI does not determine the essentiality of disclosed patents and has no IPR “intelligence” outside the ETSI membership.
ANSI is similarly disengaged from the day-to-day activities of its accredited SDOs and ensures compliance by its accredited SDOs through periodic audits necessary to maintain accreditation.  Likewise, accredited SDOs do not consider the validity or scope of disclosed patents or seek to determine the existence of patents that may be relevant to a standard being developed.
The Patent Guidelines provide that:
A standards developer seeking approval of a proposed American National Standard should take steps that it reasonably concludes are sufficient to permit a representation to ANSI that the Patent Policy has been met.  In turn, ANSI, through its [Board of Standards Review (“BSR”)], will take those steps that it reasonably concludes are sufficient to determine that the Patent Policy has been met based on the record before the BSR.  Upon publication, the standard shall bear a notice in form specified in Section 1.2.11.3.

Guidelines at II.
(There was no Issue 6 as there were two Issue 2’s.)

Issue 7 – No way of Indemnification

While it is not entirely clear what the intent is behind this issue, ANSI would agree that neither it nor accredited SDOs indemnify parties that may claim injury in connection with embedded IPR or the licensing thereof.
Issue 8 – Hiding FRAND behind NDAs

The next issue relates to the potential misuse of non-disclosure agreements to hide licensing terms and conditions.  ANSI is not aware of such attempts.  As noted above, the determination of specific license terms and conditions and the evaluation of whether such license terms and conditions are reasonable and demonstrably free of unfair discrimination, are not matters that are properly the subject of discussion or debate at an SDO meeting.  Under the ANSI Patent Policy, the parties are free to do what they consider appropriate regarding non-disclosure agreements.
Issue 9 – No systematic work on detecting third party IPRs

Under ANSI’s Patent Policy, disclosure of an essential patent may be made by a patent holder or third parties with actual, personal knowledge of relevant patents.  The Patent Guidelines provide that:
[D]uring the development period, standards developers may wish to adopt procedures whereby one or more requests are made to participants for the disclosure of patents that may be required for use of standards in process.  Such a request could be made, for example, by including it on letter ballots used in connection with the development of a proposed standard.  Alternatively, other means could be adopted so that requests are repeated throughout the course of the standards development process -- e.g., by a semi-annual notice mailed to each participant in the development process or appropriate working group(s).  This is not to suggest that a standards developer should require any participant in the development process to undertake a patent search of its own portfolio or of any other.  The objective is to obtain early disclosure concerning the existence of patents, where known.  A standards developer may also consider taking steps to make it clear that any participant in the process -- not just patent holder -- is permitted to identify or disclose patents that may be required for implementation of the standard.  Generally, it is desirable to encourage disclosure of as much information as possible concerning the patent, including the identity of the patent holder, the patent’s number, and information regarding precisely how it may relate to the standard being developed.

ANSI Guidelines at III(a).
Issue 10 – Position on How We Work With Non-Member Companies 

The next issue raised relates to how ANSI works with non-member companies and whether there are special hazards linked with affiliated companies.  ANSI’s Patent Policy does not address disclosure or licensing of patents by non-participants in standards development activities of accredited ANSI SDOs.  As commented above, however, disclosure of patents that may be relevant to a standard under development may be made by a patent owner or any third party, regardless of whether the third party is a member of or participant in an accredited SDO.
ANSI has not experienced any problems arising in connection with IPR owned by affiliates of members or participants in accredited SDOs.
Issue 11 – Lack of enforceability of the IPR Policy

The final issue relates to the perceived lack of enforceability of the IPR Policy.  ANSI has not taken the position that an enforcement regime is necessary.  Inherent incentives exist for the appropriate disclosure and licensing of essential patents without any defined penalties.
With respect to the inclusion of patented technology in standards, there are incentives built into the system that causes it to be effective in discouraging duplicitous conduct by participants.  The risks are that (1) the approval of the standard is subject to withdrawal, often rendering the company’s innovation relatively useless, (2) competitors can and usually do avail themselves of their legal rights in court if they believe they are being unfairly disadvantaged, and various legal claims, such as equitable estoppel, laches, patent misuse, fraud and unfair competition may be available to prevent a patent holder from enforcing a patent covering an industry standard due to the patent holder’s improper conduct in a standards-setting context, and (3) in the case of deliberate misconduct, the FTC or DOJ can intervene.  In addition, a company engaging in such conduct likely would lose some of its stature in the standards development community.

FTC/DOJ Testimony at 14.


To date, this approach has succeeded, without incidents of abuse.  The instances of approved American National Standards involving claimed improper IPR conduct are almost non-existent, at most de minimis in comparison to the number of standards that have been approved.
�  	See, e.g., Sony Electronics, Inc. v. Soundview Technologies, Inc., 157 F.Supp.2d 190 (D. Conn. 2001).
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